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HOW FARMERS MAY IMPROVE THEIR PERSONAL 

CREDIT. 

By 0. W. Thompson, Specialist in Rural Organization Work. 
INTRODUCTION. 

In this buUetin two general methods whereby farmers may improve 
their personal credit wiU be considered: That of temporary agree- 
ments with existing loan agencies, agreements terminating with the 
payment of the loans, and that of permanent articles of agreement 
among the farmers themselves, or "cooperative credit associations." 

TEMPORAKY AGREEMENTS WITH EXISTING LOAN AGENCSES. 

Three different plans are here presented by which farmers haVe 
improved their personal credit with local banks. Each plan has 
enabled farmers to borrow money at reduced rates of interest and on 
more favorable terms of repayment than usual. The loans secured 
under these plans were all used for the purchase of improved dairy 
stock. However, it is believed that similar arrangements woidd 
help farmers to improve their credit in connection with other farm 
enterprises, such as cattle breeding, and hog raising, or in securing 
suitable farm equipment. 

PLAN I. 

.Under Plan I, farmers enter into an agreement with local bankers 
or with other persons who supply the loans to adopt a uniform and 
approved system of dairy improvement. The security given by the 
farmers is not different from that ordinarily required. Those fur- 
nishing the funds also buy the dairy stock, usually under the advipe 

. Note.— This bulletin is Intended to give to fanners some practical methods for improving their personal 
credit through cooperation. It should be of Interest to farmers generally, and particularly to those of the 
South and of the West. 
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of dairy specialists connected with the State or Federal Government. 
The stock is sold to the farmers at actual cost plus a certain per- 
centage (say, 2 per cent) to cover incidental expenses. The lender 
takes in payment the farmer's personal note with or without indorse- 
ment, or with mortgage security on the stock purchased. 

Under this plan, as worked out in certain localities ia North Dakota, 
the farmer has borrowed money on his personal note with interest 
at 8 per cent, whereas the usual local rate is 10 or 12 per cent. The 
notes were drawn for periods varying from six months to a year, 
but permitted renewals and partial prepayments on the principal. A 
modified sample of the memorandum drawn up between the bankers 
and farmers is given below. 

SAMPLE OP MBMOBANDITM USED. 

THIS MEMOEANDUM, made this day of , 19. .. 

(Date.) (Month.) (Year.) 

WITNESSETH that whereas proposes to furnish cows and 

(Name of lender.) 

heifers of breed and bulls, purchasing the same 

(Name of breed.) (Name of breed.) 

at such points in as may be deemed most advantageous, selling 

(Locality.) 

them to the undersigned at the actual cost thereof laid down at the stations 

of , plus to be added to such cost to cover incidental 

(Names of stations.) 

expenses incurred in connection with the proposition; and 

WHEREAS said has agreed to accept in payment for such cattle 

(Name of lender.) 

individual notes from the undersigned purchasers thereof to the amount of such 

purchase on the basis above named, such notes to be made payable on 

(Date.) 

and to bear interest from date of the purchase of such cattle at the rate oi . .% per 

annum and to be made payable to said , or such payee as he may 

(Lender.) 

name, said agreeing that upon the prompt payment at the maturity 

(Lender.) 

of said notes of the interest due and one-half of the principal of such notes, the bal- 
ance is to bo renewed for six months at the said rate of . . % per annum; and, further, 
that upon the prompt payment of the interest due at the maturity of such renewal 
the principal of such notes will be renewed for the further term of six months, with 
interest at the rate of . . % per annum; and 

WHEREAS in the shipping of such cattle there may be possible loss on account of 
injury, or otherwise, it is agreed that any such losses shah be added to the cost of such 
cattle, the amount thereof being spread over the entire purchase, so that each purchaser 
shall bear his proportionate share thereof, and 

WHEREAS it is proposed that in the distribution of such cattle the respective pur- 
chasers shall pay for each individual animal the price for which such individual was 
purchased plus the pro rata expense of purchasing and delivering the same, together 
with the said amount of . . per cent added thereto, and 

WHEREAS it is proposed that in the distribution of such cattle to the respective 
purchasers thereof, the four, five, or six, or more persons to whom shall be allotted any 
particular car of such cattle shall draw numbers from one to four, five, or six, or more, 
as the case may be, the one drawing number one having first selection of one from the 
cattie contained in such car, the one drawing number two having second selection of 
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one, and so on, until each of such persons shall have selected one animal from the cattle 
contained in such car. This procedure shall be repeated until all the cattle in such car 
shall have been selected, each individual dropping out after having selected the num- 
ber which he agreed to purchase. 

NOW, THEREFORE, we, the undersigned, hereby agree upon the conditions here- 
iubefore set forth to purchase the number of cows or heifers set opposite our respective 
names, agreeing to take one, more or less, than such number if in the adjustment of 
the distribution it is necessary so to do, and further agreeing to take such cattle at 
either one or the other of the two places named opposite our respective names, further 
agreeing that upon being notified of the day on which such cattle are expected to arrive 
at the respective points to be on hand promptly to receive same and to make settlement 
therefor. 



Name. 


Number ol cows 
or heilers. 


To be delivered at— 





















The same general plan was carried out during the fall of 1912 with 
a group of farmers in southern Idaho. In that instance, three or 
fotir banks took up the work together, each agreeing to finance a 
carload of dairy stock.^ 

As a third example may be cited the work tmdertaken in a western 
Nevada community in the stmimer of 1913. Here the financial 
backers of a local creamery supplied the loans. The farmers gave 
indorsed paper together -with mortgages on the stock purchased. 
The creamery withheld a part of the returns from milk and cream 
delivered, as shown in the following modified section of their agree- 
ment: 

MODIFIED SECTION OF AGREEMENT. 



THE UNDERSIGNED, jointly and individually, promise to pay to the 
Creamery the sum of dollars, to be paid as follows: 

(Name.) (Amount.) 

All butter fat produced by cows sold under this agreement to the undersigned shall 

be delivered to the Creamery at its plant at such times as said 

(Name.) 

Creamery shall request, and that said Creamery 

(Name.) (Name.) 
may withhold one-half (i) the amount to be paid to us for cream and milk delivered; 
said amount to be applied upon the payment of the principal sum herein mentioned. 
Provided that said payment so made shall not be less than two and 50-100 ($2.50) 
dollars per month per cow, and if said amount is less than said amount per month per 

cow, the undersigned, jointly and individually, promise to pay said 

(Name.) 

1 The Eeolamation Service, Department ot the Interior, the Oflce ot Western Irrigation Agriculture, of 
the Bureau of Plant Industry of this Department, and private Interests, have been fostering com- 
munity organization tor better credit facilities on certain reclamation projects, particularly in connection 
with the purchase ot dahy stock on some ot the northern projects, and for the commercial handling of 
cotton on some of the southwestern projects. 
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Creamery any deficiency so arising in cash to make up the sum of two and 50-100 ($2.50) 

dollars per cow per month on account of the" principal sum herein mentioned. The 

undersigned, Jointly and individually, further agree to pay to said 

(Name.) 

Creamery interest at the rate of per cent per annum, payable monthly, on all 

(Bate.) 

deferred payments. 

Under this agreement, 491 cows and heifers were shipped ia and 
distributed among 64 farmers. The loans made through the creamery 
amounted to $39,483. 

These examples illustrate the way in which farmers in some sec- 
tions have agreed upon a uniform and approved system of dairy 
improvement and how this has enabled them individually to secure 
the necessary credit from local banks on more favorable terms than 
usually prevail in this community. There are regions, however, 
where such arrangements are not sufficient to enable farmers as indi- 
viduals to attract the necessary capital. Some additional security is 
necessary in addition to what each farmer is able to furnish. 

PLAN n. 

In the plan here described this additional security is supplied by 
having the farmers collectively assimie a certain guarantee for the 
notes given by the members under the agreement. An illustration 
of how this has worked out is afforded on an irrigation project in 
southern Montana. Nineteen farmers organized an association and 
appointed trustees to represent the association in dealing with a 
local bank. The trustees were authorized to guarantee a limited 
amount to the bank on the joint and several liability of the associa- 
tion members. By adding this guarantee to the security offered by 
the individual farmers, the latter were able to secure the necessary 
capital for the purchase of two carloads of heifers which were shipped 
in from another State in August, 1913. The local bank placed $5,000 
to the credit of the association at 8 per cent, whereas the general bank 
rate is 10 per cent or, more frequently, 12 per cent. In this instance, 
two men from the association were sent to make the purchase. After 
the stock had been secured, a proportionate share of all outlay, such 
as freight, travel and incidentals, was added to the purchase price 
of each animal, and charges were made accordingly. As in the 
illustration given from western Nevada, provision was made for the 
periodic payment of the loans out of the dairy products. The art(icles 
of agreement also provided that the purchaser should give the animals 
proper care and breed them only in such a manner as the trustees 
might approve. Such safeguards are a desirable feature of any 
contract of this kind. A portion of the articles of agreement, shghtly 
modified, follows: 
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ARTICLES OF AGEEBMENT. 

WE, the undersigned, for the purpose of promoting the dairy industry on 

the , do hereby associate ourselves 

(Name of project or lo<^ty.) 

together under the name of , and do 

(Name of association.) 

hereby, each with the other, in consideration of the mutual benefits to be derived 
from such an association, and of the mutual covenants and agreements herein con- 
tained, agree as follows: 

First. The business of this association shall be to buy and sell dairy stock and 
the products thereof and to assist the members hereof in getting a start in the dairy 
business. 

Second. The management of the business shall be vested in a board of three (3) 

members who shall be known as trustees, and shall be elected by the majority vote 

of all members at the annual meeting as hereinafter provided. 

Third. The trustees shall have the power for and in the name of the association 

to purchase not to exceed milk cows or heifers at any one time and 

(Number.) 

not to exceed bulls at any one time, said stock to be sold only to the 

(Number.) 

members, provided that any surplus stock may be sold to outside parties. 

Fourth. For the purpose of obtaining funds necessary to purchase, care for, and 
deliver such cattle, including the expenses incident thereto, the trustees are hereby 
authorized to borrow funds upon such terms and conditions as they may deem best; 
and to this end such trustees are hereby made the agents of each person whose name 
is hereunto affixed, with full power to incur such obligations, the same to be the 
valid, joint, and several legal obligation upon each member of the association in 
the same manner as if each one personally signed and executed the same. Pro- 
vided that in no event shall the total amount of the indebtedness thus created against 

the members of this association exceed the sum of dollars 

(Amount.) 

at any one time. Such obligations shall be made in the name of the association 
and shall be signed by each of the trustees. 

Fifth. Such cattle may be sold to the members on time and on such terms as the 
trustees ms^j fix, in which event the purchasing member shall give a chattel mort- 
gage on the cattle so purchased, together with their increase, to secure the unpaid 
purchase price, along with such other security as the trustees may agree upon; all 
such papers shall be transferred as security for any money borrowed by the trustees 
as herein provided. No sales shall be made to any person not a member of the asso- 
ciation except for cash. 

Sixth. Each person whose name is affixed hereto who may become indebted to 
the association on account of any such purchase hereby expressly agrees that he 
will take proper care of the cows obtained as herein described; that he will breed 
them only to such bulls as the trustees may approve; that the trustees shall have 
the option to purchase said cattle and their increase, in the event any member 
desires to sell, at the market price. It is further expressly agreed that if, in the 
judgment of the trustees, any member indebted to the association is not taking 
proper care of the cattle on which the association holds a lien or if such member 
shall violate any of the provisions of this agreement, then and in that event the 
trustees may take possession of said cattle and resell them, and out of the proceeds 
of such sale may first deduct the cost and expense incident thereto; second, the 
indebtedness due thereon to the association, and any sum remaining shall be paid 
over to such member. 
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Seventh. The annual meeting of the members shall be held on the 

, at which time the trustees shall be elected, who 

(Date.) 

shall hold office for one year or until their successors are elected. Each member 
shall be entitled to one vote at such meeting. The trustees shall make a full report 
at the annual meeting of all business done by them. Special meetings may be 
called by the trustees by giving three (3) days' notice to the members of the time 
and place of holding the meeting. Also special meetings of the members may be 
called by any five (5) members by giving the same notice. The trustees, or any 
one of them, may be removed from office at any special meeting by two-thirds (J) 
vote of all the members, at which time a successor or successors shall be elected to 
fill out the unexpired term of such trustee or trustees. 

Eighth. The trustees shall be compensated for their services as agreed by the 
members in their annual meeting, funds for this purpose being raised by levying 
against each member in proportion to the number of cows owned. 

Ninth. The trustees shall not have the power to incur any indebtedness other 
than as herein authorized or as may be authorized by a two-thirds (§) vote of all the 
members. 

Tenth. The trustees shall elect one of their number as the chairman, one as treas- 
urer, and one as secretary, who shall perform the duties incident to such offices. 

Eleventh. This agreement shall continue in force for the period of three (3) years from 
and after the date hereof, provided it may be sooner dissolved by a two-thirds (J) 
vote of all the members if at the time the association is out of debt. 

Twelfth. This agreement may be altered or amended at any regular or special 
meeting of the members by a two-thirds (f ) vote of all the members. 

Dated this day of , 191 

(Date.) (Moath.) (Year.) 

Signed:' 



PLAN m. 

If, in place of the limited guarantee supplied by farmers themselves 
jointly, as described under Plan II, a similar guarantee from a third 
party be substituted, the essential features of Plan III will be the 
result. Such a plan was carried out in northwestern Wisconsin 
in the spring of 1913 and in northeastern Minnesota in the winter 
of 1914. The third party consisted of local business men who realized 
their common interest with the farmers in the general improvement 
of agricultural conditions in their territory. One agreement was 
made between the farmers and trustees appointed by bankers, and 
another agreement between the trustees and business men. The 
latter subscribed a certain percentage of the funds loaned, with 
the understanding that the money was to be a guarantee fund to 
protect the bankers. The first purchase made under this plan in 
northwestern Wisconsin included several carloads of dairy stock, 

1 The foregoing agreements make of the members either a partnersliip or a voluntary association, aooordlng 
to the statutes and court decisions of the State in which signed. It is suggested, therefore, that farmers 
desiring to enter into such agreements should secure the necessary legal advice. 
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the advances from the banks amountmg to $9,475. One iv.nu of 
apphcation and agreement made between the farmers and tiiistees 
under Plan III is given below: 



APPLICATION AND AGREEMENT. 

The undersigned hereby ai)plies to , 



(Names of trustees.) 

trustees appointed by the banks oi , for the loan of 

(Locality.; (Amount.) 

dollars, or a snfJieient sum to purchase cows. 

(Number.) 

The cows are to be of and 

(Namo of breed.) (Name of grade.) 

The following is a true statement of the undersigned's resources and liabilities: 

RESOURCES. 1.1-A.liILlTTES. 

Description Amount of indebtedness $ 

Acres land cieared To wliom 

Value I 

Acres partly cleared Nature of security 

Value $ 

Acres wild 

Value $ 

Horses and cattle — Value $ 

Machinery $ 

Other resources $ 

THE UNDERSIGNED, FOR VALUE RECEIVED, hereby agrees to pay to said 

, trustees, or their order, on or before three vears 

(Names of trustees.) 

from this date, the sum required to pay the entire cost of the cows purchased by Jiim, 
with interest at 7 per cent per annum, on the unpaid principal, interest payable 
quarterly. 

THE UNDERSIGNED FURTHER AGREES to sell all milk, cream, or butter 
produced, except the amount coiisuiued by his own family, and cause to be paid to 
said trustees at stat(!d inlci x ais. each month, from the proceeds of said milk, cream, or 
butter, not less than three dollars ^ S;!) per month for each cow purchased by him, 
until the aforesaid sum and interest is fidly paid, 

THE UNDERSIGNED FURTHER AGREES to breed the cows so purchased to 
a registered, pure-bred sire of the same breed as the cows so purchased, and to raise 
all the heifer calves, 

THE UNDERSIGNED FURTHER AGREES to secure the payment of said sum 
and interest and the performance of this agreement, hy a chattel mortgage to said 
trustees, upon the cows so purchased, and the following additional security: 



THE UNDERSIGNED FURTHER AGREES to accept the cows that are pur- 
chased, and select the same in the following manner: 

The cows shall be purchased by some person or persons to be designated by the 

above trustees or a committee apT)oinled by the guarantors, and they shall buy grade 

Holsteins for those wanting such, and grade Uuernsej-s tor those wanting aucn, ana 

heifers, either grade Holsteins or grade Guernseys, for those wanting heifers, a"d ^uaJ! 

ship such cows and heifers to , The- Holstein cows shall 

(Name of locality.) 

each have a number on a card wliich shall be attached to the cowb at ... 

(NaaMofloaaiitr), 
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Bhowing the amount paid for each, cow, together with her share of the freight and 
expense of purchasing all cows and heifers. Then numbers corresponding to the 
numbers on the cows shall be placed in a box and each farmer desiring to purchase 
a Holstein cow shall draw as many numbers from such box as the number of cows he 
desires to purchase, and take the cows which have a corresponding number on the 
cards attached to them and pay therefor the amount so fixed on the card. 

The Guernsey grade cows shall be assigned in the same manner, also the Holstein 
grade heifers shall be assigned in the same manner, and also the Guernsey grade 
heifers shall be assigned in the same manner. 

In case any cows or heifers are purchased in carload lots or less quantity for a lump 
um, then the person or persons so purchasing shall apportion the amount, so paid in 
lump, fixing a price to each cow. 

Dated , 191... 



In presence of: 



PERMANENT ARTICLES OF AGREEMENT AMONG FARMERS: "THE 
COOPERATIVE CREDIT ASSOCIATION." 

The cooperative credit association is not a new experiment. It 
has been tried out under varying conditions ia different countries. 
A number of active associations in Canada and the United States 
attest its adaptabihty to American conditions. It is not essen- 
tially or even mainly an urban institution. Farmers have used it 
successfully and have reaped its benefits. 

It is not the purpose of this paper to relate the history of coopera- 
tive credit associations . A great deal of published material is available 
bearing on the work of this type of organization. It is discussed 
imder various names, including the Raiffeisen and Schulze-Delitzsch 
societies in Germany, the Luzzatti and WoUemborg types in Italy, the 
cooperative banks of Ireland, Austria, France, and Canada, and the 
credit unions of the United States. The aim of this bulletin is rather 
to point out where the need for such an association may be said to 
exist, what the essential features of the organization are, and what / 
advantages to the farmer may be gained from it. 

NEED FOR A COOPERATIVE CREDIT ASSOCIATION^ 

There are many farmers who realize the importance of improving 
their equipment and farming methods, but who lack the capital 
reqmred to make the desired change. At the same time, the terms 
on which they may be able to borrow the necessary funds are not such 
as to encourage the use of a loan. Their honesty and industry may 
be unquestioned, nevertheless their individual security does not com- 
mand the desired confidence. Where a group of neighboring farmers 
are thus similarly situated, a cooperative credit association may 
supply the needed additional security by placing the collective good 
will of the group behind each of the members. The use of a collective 
guarantee as applied to a particular undertaking has already been 
described under Plan II, earlier in this bulletin. In a cooperative 
credit association, however, collective security is available continu- 
ously for such purposes as may be approved by the association. The 
association also provides for the accumulation and use of local savings, 
affords training in business habits and procedure, supplies a collective 
fund for common agricultural purposes, and renders service to its 
members in other ways, which are not contemplated in the plans 
previously described. 

9 
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It is very unfortunate that farmers who suffer from the limitations 
of their individual personal credit should not take advantage of the 
benefit of such collective good will. One of the most widespread 
forms of economic waste among fanners arises from failure to utilize 
the power of confidence and good will among neighbors. Of course, 
where conditions are such that neighbors do not trust each other and 
refuse to cooperate, it is futile to speak of collective power. On the 
other hand, where farmers are willing to take advantage of the added 
good win which a neighborly attitude aflPords, a cooperative credit 
association proves a helpful agency in promoting the increase of 
available capital and in strengthening the borrowing capacity of 
individuals. 

The reader may ask why the farmer as a member of a credit asso- 
ciation can command confidence and resources which are denied him 
as an individual. To answer this, it is necessary to show what services 
a credit association may render each member. Perhaps this can be 
done best by first explaining how credit associations are organized. 

HOW TO ORGANIZE AN ASSOCIATION. 

In organizing a cooperative credit association careful study should 
be given the various features to be embodied in its articles of agree- 
ment and by-laws. Proper provision should be made in regard to 
membership, voting power, the securing of funds, the making of loans, 
and the necessary officers and committees. In States where coopera- 
tive laws are not complete, the association may be organized only as 
a partnership or voluntary association. 

MEMBERSHIP. 

The membership of the association should be limited to individuals 
who live so near together that all are personally acquainted with one 
another and can keep in touch with one another's work. This makes 
it necessary to limit the territory to a relatively small area, such as a 
township or a district. The membership should be restricted also to 
individuals with industrious habits and of good moral character. 

VOTING POWEK. 

Where such associations are organized without capital stock each 
member has usually one vote. If ownership of share capital is 
required for membership and State laws require that voting power be 
determined according to shares owned, the danger of allowing a few 
individuals to gain control may be lessened by Umiting the number of 
shares to be held by each individual or by limiting the voting power 
of any member to a certain percentage (say 10 per cent) of the total 
vote. 
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HOW TO SECURE FUNDS. 

The funds of the association may be secured through share capital, 
through deposits, and by borrowing. If share capital is provided, 
the shares usually are issued in small denominations ($5 is a cus- 
tomary amount) and should be withdrawable at any time. Each 
member is then required to purchase at least one share. Wherever 
share ownership is required, payment should be permitted in small 
installments in order not to deprive anyone of membership. The 
installment plan of payment also has the advantage that it stimu- 
lates the habit of saving among members and encourages the estab- 
lishment of a reserve fund to protect the financial position of the 
association. Under proper legal authority a credit association 
may accumulate funds in the form of deposits. Such deposits 
should be received at any time, and their accumulation should be 
encouraged by the payment of a suitable rate of interest and with 
the option of withdrawal whenever desired, or on thirty days' notice. 
If the plan is to organize a voluntary association or partnership, 
care should be taken to note limitations imposed by law bearing on 
deposit business. Within limits to be determined by the members 
of the association, if not already fixed by statute, provision also 
should be made so that the association may borrow money. 

HOW TO MAKE LOANS. 

As already stated, the main functions of a credit association are 
to encourage habits of saving, to afford training in business methods, 
to establish a collective fund for common agricultural purposes, 
and to provide loans to the members on reasonable terms. The 
usefulness of the latter function, however, depends upon how it is con- 
ducted. In no instance should a loan be granted unless the commit- 
tee deems it to be productive or for a provident purpose, and believes 
that the member and the association will be benefited by the loan. 
Loans should be restricted to members and made only in limited 
amounts. Generally it has been found unwise to make any loan to 
officers or members of the standing committees, except by majority 
vote at members' meetings. A maximum interest rate, as well as a 
maximum term, should be fixed for all loans, depending upon the 
economic condition of the locality. Members should be taught to 
pay aU their obligations promptly. Careful attention should be given 
both to the methods and personnel of the management, in order to 
insure businesslike procedure in the affairs of the association. 

HOW THE ASSOCUTION IS MANAGED. 

Authority with reference to the affairs of the association is generally 
distributed between member meetings, properly convened, and 
certain committees or boards. The latter usually consists of a 
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board of directors or managers and a supervisory committee and 
may include an outside auditor.' A separate credit committee may 
be appointed to perform certain functions otherwise delegated to the 
board of directors. 

The general management of the affairs of the association is usually 
vested in the board of managers, which controls the admission and 
expulsion of members. The board passes on requests for loans 
unless such work is assigned to a special committee. In some 
countries the board serves as an arbitration tribunal for members 
who are dissatisfied with the action of other officials. Other officers, 
such as president, vice president, secretary, and treasurer or mana- 
ger, are selected from the members of the board and discharge the 
duties ordinarily associated with their positions. 

COMMITTEES ON LOANS AND AUDITING. 

When a separate credit committee is provided to pass on all 
requests for loans, that committee is vested with responsibility for 
the solvency of the association. To safeguard its work, it is often 
customary to require that all its actions be taken by unanimous 
consent. In some cases it is the practice not to aUow any of the 
members to be chosen from the general board. This is done in order 
that the committee may examine with an open mind and with great 
care the applications for loans and not be influenced by the findings 
made in connection with admission to membership. Such a require- 
ment is found in the Massachusetts and Wisconsin laws. In New 
York, however, the recently enacted law for credit unions specifically 
states that this committee may be selected from the membership 
of the board. The supervisory committee is in general charge of 
the examining and auditing of accounts. It also represents the 
association when the latter is not in session. As a rule, all officers 
serve without pay. The only exception is when a small salary is 
paid the treasurer or manager.^ 

HOW THE ASSOCIATION HELPS ITS MEMBERS. 

A credit association may render service to its members in several 
ways: First, in furnishing the incentive and facUity for saving and 
local investment; second, in furnishing the advantages of training 
in business methods and habits ; third, in furnishing the opportunity 
and in giving the assistance necessary to borrow to advantage; 
fourth, in accmnulating a collective fund for common agricultural 
purposes. 

' In some foreign countries the credit associations are affiliated in unions whose functions Include the 
auditing of accojints for the local organizations. 

2 Valuable suggestions as to organization and management of credit unions may be found in the fol- 
lowing: 

Maaaachuaetts Batik Commissioner. Credit unions. Boston, 1911. 

Sam, Arthur B., and Bobimon, Leonard 0. A credit union primer. New York, Kussell Sage Founda. 
tian, 1914. 



HOW FAEMEBS MAY IMPROVE THEIE PERSONAL CKEDIT. 13 



THE STIMULATION TO SAVING. 

In many communities there is considerable waste, either because 
funds are permitted to lie idle or because money is spent heedlessly 
through lack of a suitable incentive for saving. To remedy such 
evils, it is not only necessary to appreciate the superior advantage of 
habits of economy, but also to have at hand an agency to which it will 
seem worth while for the individual to bring his money, rather than to 
spend it or allow it to He idle. The credit association furnishes just 
such an agency conveniently at hand, where a member may come at 
his convenience and deposit even trifling sums of money. Moreover, 
such an advantage is not necessarily limited to adults. In a large 
number of credit imions in Massachusetts, the main purpose of organi- 
zation has been to estabUsh an institution that would stimulate thrift 
among children. In some of these unions half of the capital account 
is held in this way and has been brought together by the accumulation 
of very small sums of money, until some of these children's deposits 
amoxmt to as much as $50 or more. In order to offset to some extent 
the influence of a large mmaber of institutions about us that appeal 
constantly to the spending habits of young and old, it would seem 
worth while to supply an agency that appeals to the homelier yet more 
enduring virtues of thrift and economy. Moreover, it may be added 
that the advantage of being able to borrow is no advantage at all, 
unless the individual has first demonstrated some abihty to save. 

The advantages of such an association ought to be considered from 
the standpoint of the interest of the community also. Not only is the 
community's stock of capital enlarged by the increased savings, but 
the fvmds are employed locally to build up the commxmity instead of 
being sent away for the benefit of other regions. In this connection, 
it should be stated that a cooperative credit association does not dis- 
place other banking institutions, but rather tends to supplement and 
enlarge their work. Its deposits are generally in such small amounts 
as would not accrue to other banks directly. On the other hand, the 
fimds not loaned to members are deposited with other banks. 

THE TRAINING IN BUSINESS METHODS. 

Every member of such an association derives important business 
benefits. He gains the advantage of an open account. This supplies 
a fund that can be drawn on at any time to meet temporary needs, 
while the unused balance yields the owner a moderate rate of interest. 
Again, the farmer is brought into contact with bank statements and 
accounts and becomes familiar with commercial forms and practices. 
The use of these improved facilities in exchange also reveals the 
importance of accuracy and promptness in dealing with credit 
obligations. 
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THE SUPERVISION OF LOANS. 

The loan service of a credit association is twofold : It affords an oppor- 
tunity to borrow to advantage and discourages unwise borrowing. A 
member is able to secure a loan of the desired amount at a reasonable 
rate and for such a time as may be necessary in view of the purpose of 
the loan. The work of the credit association also consists to a large 
extent in so directing the use of the borrowing privilege that it will be 
applied to productive purposes, and to productive purposes only. In 
other words, it is the fimction of such an association to restrain mem- 
bers from contracting unwise loans, as well as to encourage those that 
are productive. This can be accomplished in the local association, 
where the members know each other and can watch the uses to which 
the loans are devoted. 

The restraindng influence of neighbors' watchfulness is, of course, 
prompted by the fact that all are financially interested in a safe use 
of the money. This very watching safeguards the returns of a loan 
and insures added security to the loan agency. 

THE USE OF A COLLECTIVE FUND. 

The services already discussed apply more particularly to individual 
members. Such an association may also be of direct service to the 
whole group by affording the use of a collective fund for common agri- 
cultural purposes. This function has been especially important in 
certain foreign countries, where collective purchasing is conducted 
largely with the aid of the credit association. All of these services 
aid the farmer as a member of a credit association to command con- 
fidence that may be denied him as an individual. 
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